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Dear JP:

Q; Aside from a
Certificate of Oc-
cupancy, what
other documen-
tation should be
obtained prior to
funding the last
draw on a con-
struction loan ?
RP, Chicago, IL
A: In addition to-
the C of O, yow
may need other
permity and/or
agency signoffs;
project type & wut-
nicipality. A title

General Contractor JV's Warrant Close Scrutiny

A Joint Venture between
professional firms (i.e. Ar-
chitect & General Contrac-
tor) should be avoided by
both lenders & owners.
These arrangements can
compromise the indepen-
dent oversight function
otherwise provided by the
Architect during construc-
tion. For example, the
Architect may not voice
opposition as readily to
value engineering recom-
mendations and/or change
orders that might
“cheapen” the project and
thus impair collateral
value, especially if they
share in any realized cost

savings pursuant to the
Contractor’s construction
contract. Furthermore, if a
contractual dispute arises
between the owner and the
GC, the Architect will not
be in a position to provide
an objective opinion on the
matter. Finally, the perfor-
mance bond, if any, should
be reviewed closely to con-
firm that the bonding com-
pany expressly recognizes
the JV arrangement in con-
junction with the bond is-
suance; otherwise, if issued
solely in the construction
company’s name, the bond
may be invalidated if called
upon.

Change Order Administration

Once the construction bud-
get has been reviewed &
approved, & the
“Schedules of Value” have
been established, the

PRIOR to submission of
the applicable payment re-
quest. NO Change Order
should be implemented un-
til approved by the Owner,

“Master/Slave”
Draw Concept

Definition: Special draw
administration entailing
utilization of more than (1)
set of AIA disbursement
documents; the “Master”
draw includes items which,
by themselves, may necessi-
tate the use of a sub or
“Slave” set of draw docu-
ments.

Certain complex projects,
including projects that in-

“bring-down” ONLY appropriate method the Architect, the Contrac- clude .provis‘i‘ons for con-
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o _ is via a “Change Order” mine: 1) the physical ef- tate ut111zat'1on of this con-
) . (AIA G701). Requests for fect of the change (i.e. cept, especially where
icy & material- Change Orders should be cheaper hardware see page 3 - Master/Slave
mang liens have submitted for approval see page 2 - Chg Orders pag
been filed. Yow
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Which should be exe-
cuted by the owner,
architect, and contrac-
tor; the final punchlist
should also be avail-
able and any neces-
sary holdbacks deter-
mined. In the event
you ever have to take
action against your
collateral, you should
have a set of “As-built”
plans, the final specs
manual (incovporating
all changes), & copies
of service, operating, &
warranty manuals.

Call LOA @
(602) 604-8999

Master/Slave - from page 1

multiple contractors may
be involved. This con-
cept allows for an unlim-
ited number of “Slave”
documents to be utilized,
allowing for complex
transactions to be broken
down & administered in
less complicated pieces.
It also makes inspections
& determination of per-
centage of completions
more accurate & manage-
able. Examples of situa-
tions where the concept
might be especially useful
include: 1) for each floor
of a multiple story hi-rise
building; 2) for Tenant
Improvements, including
using a separate “Slave”
document for each Tenant

Work Letter. This would
allow for the owner to
utilize different contrac-
tors, if necessary or de-
sired, because each
“Slave” set of documents
would match to a separate
contract; 3) for situations
where a lender may want
to utilize the ATA docu-
ments for Total Project
Budget Administration -
the “Master” would in-
clude items not typically
found in construction
documents; these items
may include Land, Devel-
opers Fees/Profit, Closing
Costs, Interest Reserve,
Marketing, etc. In this
case the Construction &
TI lines would appear as
(1) line item each in the
“Master”.

Chg Orders - from page 1

that could effect user
safety or future mainte-
nance, etc.); 2) the effect
on the budget - whether or
not there is room in the
current budget ( i.e. from
the contingency line item,
from other line items,
from the owner’s pocket,
from the contractor’s
pocket, or some combina-
tion, thereof). In some
instances the Contractor
may be required to pro-
vide a copy of the affected
portion of the Plans &
Specs with the changes
clearly marked, thereon.
Both ADD & DEDUCT
Change Orders should be
administered via the Con-
tingency Line item.
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